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DIGEST 

1 . P r o t e s t  t h a t  agency improperly downgraded management and 
technical  p o r t i o n s  of p r o t e s t e r ' s  p roposa l  is  denied where 
record  shows t h a t  agency 's  e v a l u a t i o n  of p r o t e s t e r ' s  
p roposa l  was reasonable  and i n  accordance with t h e  s t a t e d  
e v a l u a t i o n  c r i t e r i a .  

2. P r o t e s t  t h a t  agency d i d  no t  conduct a proper  c o s t  
r ea l i sm a n a l y s i s  of awardee's proposa l  is denied where,  even  
though agency accepted awardee's low overhead r a t e s ,  these 
rates  a r e  capped under c o n t r a c t  and t h u s  t h e  c o n t r a c t o r  w i l l  
be l i m i t e d  t o  charging t h e  government t h o s e  r a t e s .  
Moreover, r e g a r d l e s s  of t h e  p r o p r i e t y  of t h e  c o s t  rea l i sm 
a n a l y s i s ,  t h e  management and t e c h n i c a l  p o r t i o n s  of 
p r o t e s t e r ' s  p roposa l  were determined t o  be unacceptable and, 
t h u s ,  it would not  have  been i n  l i n e  f o r  award i n  any event .  

3 .  Sole-source award on urgency grounds i s  unobject ionable  
where agency o f f e r s  reasonable  j u s t i f i c a t i o n  f o r  award and 
awarded c o n t r a c t  is  l i m i t e d  i n  scope t o  cover only u rgen t ly  
needed requirement.  

DECISION 

Support  Systems Assoc ia tes ,  I n c .  ( S S A I )  p r o t e s t s  t h e  award 
of a c o n t r a c t  t o  Comarco, Inc .  under r e q u e s t  f o r  proposa ls  
(RFP) No. N60530-87-R-0063 i ssued  by t h e  Department of t h e  
Navy's Naval Weapons C e n t e r  (NWC),  China Lake, C a l i f o r n i a ,  
f o r  t h e  a c q u i s i t i o n  of engineer ing  and t e c h n i c a l  support  
s e r v i c e s .  S S A I  a l s o  p r o t e s t s  t h e  Navy's execut ion  of a 
m o d i f i c a t i o n  under t h e  cur ren t  c o n t r a c t  No. N60530-83-D-0024 
f o r  cont inued  engineer ing  and t e c h n i c a l  suppor t  services t o  
be performed by Comarco a t  t h e  NWC. SSAI a rgues  t h a t  t h e  
Navy f a i l e d  t o  eva lua te  proposa ls  i n  accordance w i t h  t h e  
RFP's e v a l u a t i o n  c r i t e r i a  because it improperly downgraded 
t h e  management and technica l  p o r t i o n s  of i ts  proposa l ,  and 
f a i l e d  t o  perform an adequate c o s t  r e a l i s m  a n a l y s i s  of 



Comarco's c o s t  proposal .  As t o  t h e  mod i f i ca t ion  of t h e  
cur ren t  c o n t r a c t ,  SSAI a rgues  t h a t  t h e  mod i f i ca t ion  is  
beyond t h e  scope of t h e  o r i g i n a l  c o n t r a c t  and as s u c h  
c o n s t i t u t e s  an improper s o l e  source  award t o  Comarco. 

W e  deny t h e  p r o t e s t s .  

The s o l i c i t a t i o n  w a s  i s sued  i n  January 1987 and 
contemplated t h e  award of a cost-plus-award-fee t y p e  
i n d e f i n i t e  d e l i v e r y  c o n t r a c t .  Award was t o  be made on a 
"best buy" basis. Cos t ,  management and t e c h n i c a l  were 
l i s ted  as e v a l u a t i o n  f a c t o r s  i n  descending o rde r  of 
importance. I n i t i a l  o f f e r s  were t o  be submi t ted  i n  June of 
1987 and, o f  t h e  1 2 7  f i r m s  t h a t  o r i g i n a l l y  expressed an  
i n t e re s t  i n  t h e  RFP, only  two--Comarco and SSAI--responded 
t o  t h e  s o l i c i t a t i o n .  

A f t e r  e v a l u a t i o n  of i n i t i a l  o f f e r s ,  t h e  c o n t r a c t i n g  o f f i c e r  
( C O )  concluded, based upon recommendations from t h e  source  
s e l e c t i o n  e v a l u a t i o n  board (SSEB) and t h e  source  s e l e c t i o n  
adv i so ry  committee ( S S A C ) ,  t h a t  SSAI's p roposa l  w a s  
unacceptable .  The C O  a l s o  found t h a t  t h e r e  were only minor 
d e f i c i e n c i e s  conta ined  i n  t h e  Comarco proposa l  and reso lved  
t o  make award on t h e  basis of i n i t i a l  p roposa ls .  The CO 
found t h a t  Comarco had s u b m i t t e d  t h e  low cost o f f e r  based 
on eva lua ted  cost. The CO prepared  a p re -nego t i a t ion  
b u s i n e s s  clearance memorandum i n  which he recommended award 
t o  Comarco and forwarded it t o  t h e  O f f i c e  of t h e  A s s i s t a n t  
S e c r e t a r y  of t h e  Navy, Shipbui ld ing  and L o g i s t i c s  ( O A S N )  , 
f o r  approval  p r i o r  t o  award. 

The OASN d e c l i n e d  t o  g r a n t  t h e  approval .  In s t ead ,  he 
concluded t h a t  t h e  e v a l u a t i o n  of proposa ls  had not  been 
conducted i n  accordance w i t h  t h e  RFP's e v a l u a t i o n  c r i t e r i a  
because t h e  numeric s c o r e s  and n a r r a t i v e  s t a t emen t s  which 
had been promulgated by t h e  e v a l u a t o r s  d i d  no t  i n  a l l  cases 
ag ree ,  and i n s t r u c t e d  t h e  NWC t o  conduct d i s c u s s i o n s  w i t h  
both o f f e r o r s  and t o  s u b m i t  t h e  w r i t t e n  d i s c u s s i o n  q u e s t i o n s  
f o r  approval  by t h e  OASN p r i o r  t o  submission t o  t h e  
o f f e r o r s .  The NWC was a l s o  i n s t r u c t e d  t o  amend t h e  
s o l i c i t a t i o n  so t h a t  it provided,  among o t h e r  t h i n g s ,  t h a t  
u n r e a l i s t i c a l l y  low proposed c o s t s  would be capped a t  t h e  
proposed l e v e l  i n  any r e s u l t i n g  c o n t r a c t .  

Wri t ten  and o r a l  d i s c u s s i o n s  were then  conducted with both 
o f f e r o r s  a f t e r  which both f i rms  submit ted bes t  and f i n a l  
o f f e r s  (BAFOs).  Comarco's BAFO w a s  comprised of responses 
t o  t h e  w r i t t e n  d i s c u s s i o n  q u e s t i o n s  and a r ev i sed  c o s t  
p roposa l ,  whi le  S S A I  submi t ted  an e n t i r e l y  new and 
s u b s t a n t i a l l y  r ev i sed  proposa l .  BAFOs were t h e n  eva lua ted  
and S S A I  was found unacceptable  on t h e  t e c h n i c a l  and  
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management p o r t i o n s  of i ts proposal ;  Comarco was found 
accep tab le  and i ts  low proposed c o s t  was a l so  eva lua ted  a s  
low. Upon t h e  recommendation of t h e  SSEB and SSAC, t h e  CO 
prepared a pos t -nego t i a t ion  bus iness  clearance memorandum 
recommending award t o  Comarco. The pos t -negot ia t ion  
bus iness  clearance memorandum w a s  approved by t h e  OASN and 
award was made t o  Comarco on August 25, a f t e r  t h e  agency 
denied a n  agency-level p r o t e s t  f i l e d  by SSAI. 

T h e r e a f t e r ,  on  August 31 8 SSAI f i l e d  its i n i t i a l  p r o t e s t  
with ou r  Of f i ce .  S ince  t h e  p r o t e s t  had been f i l e d  wi th in  1 0  
ca l ende r  days of award, t h e  agency i ssued  a stop-work order  
pursuant  t o  t h e  Competition i n  Cont rac t ing  A c t  ( C I C A ) ,  
31 U . S . C .  5 3553 (Supp. I V  1986). The agency, however, 
determined t h a t  it needed cont inued engineer ing  and 
t e c h n i c a l  suppor t  s e r v i c e s ,  and on September 21  i s sued  
mod i f i ca t ion  No. PO0043 t o  c o n t r a c t  N o .  N60530-83-D-0024, 
extending performance of t h a t  c o n t r a c t  wi th  Comarco f o r  
approximately fou r  months u n t i l  January 31, 1989. 

On September 2 7 ,  SSAI f i l e d  a l e t te r  of p r o t e s t  i n  our 
Off ice  a rguing  t h a t  t h e  mod i f i ca t ion  w a s  improper. 
Performance under t h e  mod i f i ca t ion  i n i t i a l l y  was suspended, 
but on September 30, t h e  NWC i s sued  a de te rmina t ion  and 
f i n d i n g  (D&F) o v e r r i d i n g  t h e  s t a y  and pe rmi t t i ng  Comarco's 
performance under c o n t r a c t  No. N60530-83-D-0024. 

SSAI f i r s t  a rgues  t h a t  t h e  Navy f a i l e d  t o  f a i r l y  and 
adequate ly  evaluate i t s  management proposal .  S p e c i f i c a l l y ,  
SSAI a r g u e s  t h a t  t h e  Navy's e v a l u a t i o n  of i ts management 
proposal  e r roneous ly  concluded t h a t  SSAI's management 
phi losophy r e f l e c t e d  a n  undes i rab le  high l e v e l  of c o r p o r a t e  
c o n t r o l .  According t o  SSAI, i ts proposal  c l e a r l y  r e f l e c t s  
l o c a l  c o n t r o l  of o p e r a t i o n s  a t  t h e  NWC and t h a t  it proposed 
t o  e s t a b l i s h  i t s  c o r p o r a t e  func t ions  a t  t h e  i n s t a l l a t i o n  
wi th  primary a u t h o r i t y  f o r  NWC o p e r a t i o n s  ves ted  i n  a newly 
c r e a t e d  v i ce  p r e s i d e n t ' s  o f f i c e .  SSAI t h e r e f o r e  a l l e g e s  
t h a t  t h e  Navy's e v a l u a t i o n  of i ts management proposal  was 
unreasonable  . 
The Navy responds t h a t  SSAI misunderstood t h e  c o n t r a c t i n g  
o f f i c e r ' s  statement r ega rd ing  SSAI's high l e v e l  of c o r p o r a t e  
c o n t r o l .  According t o  t h e  Navy it meant t h a t ,  wi th in  t h e  
o r g a n i z a t i o n a l  s t ruc tu re  proposed by SSAI f o r  t h e  Nwc, t h e r e  
e x i s t e d  an undes i r ab le  high l e v e l  of co rpora t e  c o n t r o l  
evidenced by a n  unmanageably broad decision-making a u t h o r i t y  
being ves ted  i n  t h e  v i c e  p r e s i d e n t  f o r  NWC o p e r a t i o n s .  The 
Navy goes on t o  e x p l a i n  t h a t  it agrees  with t h e  p r o t e s t e r ' s  
a s s e r t i o n  t h a t  t h e  SSAI p roposa l  evidenced l o c a l  autonomy of 
t h e  NWC ope ra t ion .  
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W e  agree  with t h e  Navy t h a t  t h e  p r o t e s t e r ' s  concern ar ises  
p r i m a r i l y  o u t  of a m i s i n t e r p r e t a t i o n  of t h e  CO's statements. 
Our review of t h e  record shows t h a t  SSAI's management 
proposa l  w a s  not downgraded f o r  reasons r e l a t i n g  t o  t h e  
o r g a n i z a t i o n a l  r e l a t i o n s h i p  between t h e  proposed NWC 
opera t ion  and SSAI's c o r p o r a t e  headquar te rs .  Rather,  t h e  
e v a l u a t o r s  were concerned wi th  t h e  focus  of decision-making 
a u t h o r i t y  a t  t h e  h i g h e s t  levels  w i t h i n  t h e  proposed NWC 
o r g a n i z a t i o n  w i t h  t h e  a t t e n d a n t  po ten t ia l  f o r  a "bot t leneck"  
i n  t h e  decision-making process .  I n  a d d i t i o n ,  t h e  record 
shows t h a t  t h e  e v a l u a t o r s  were concerned over t h e  
p o s s i b i l i t y  t h a t  t h e  upper- level  management s t a f f  proposed 
by S S A I  would be i n e f f e c t i v e  because of the range and 
complexity of r e s p o n s i b i l i t i e s  with which they  were charged. 
SSAI does  not  cha l l enge  these conclus ions  nor does it show 
how t h e  Navy's e v a l u a t i o n  of i t s  proposal  dev ia t ed  from t h e  
s ta ted e v a l u a t i o n  c r i t e r i a .  W e  t h e r e f o r e  deny t h i s  b a s i s  of 
p r o t e s t .  

S S A I  n e x t  a r g u e s  t h a t  t h e  Navy improperly eva lua ted  its 
technica l  proposa l .  In  p a r t i c u l a r  it argues  t h a t  t h e  Navy 
a l l e g e d l y  f a i l e d  t o  t a k e  i n t o  account t h e  i l l u s t r a t i v e  work 
samples submit ted by SSAI which, according t o  t h e  p r o t e s t e r ,  
a re  d i r e c t l y  r e l e v a n t  t o  t h e  t a s k s  set o u t  i n  t h e  s t a t emen t  
of work (SOW).  S S A I  also argues  t h a t  it m u s t  have been 
t e c h n i c a l l y  accep tab le  because t h e  Navy i n v i t e d  t h e  f i r m  t o  
submit a BAFO. In  suppor t  of i t s  a l l e g a t i o n ,  S S A I  d i rec ts  
our a t t e n t i o n  t o  t h e  OASN correspondence t o  t h e  NWC which 
was w r i t t e n  i n  response t o  t h e  NWC's i n i t i a l  bus iness  
clearance memorandum. S S A I  s p e c i f i c a l l y  no te s  t h a t  i n  t h a t  
correspondence t h e  OASN s t a t e d  t h a t  e v a l u a t i o n  of p roposa l s  
w a s  not i n  accordance w i t h  t h e  RFP's e v a l u a t i o n  c r i t e r i a  and 
t h a t  t h e  e v a l u a t o r s '  numer i c  s co res  were not  supported by 
t h e i r  n a r r a t i v e  s t a t e m e n t s .  S S A I  a l s o  p o i n t s  ou t  t h a t  i n  1 1  
s p e c i f i c  SOW areas i ts  BAFO r a t i n g  was "unacceptable"  
whereas, i n  t h e s e  same areas, its i n i t i a l  r a t i n g  was 
marginal  o r  b e t t e r .  According t o  S S A I  t h i s  t e n d s  t o  show 
t h a t  i ts  proposa l  was not  p rope r ly  eva lua ted  since i ts  
"improved" BAFO rece ived  a lower sco re .  

The Navy responds t h a t  t h e  work samples submit ted by SSAI, 
i n  f a c t ,  tended t o  show t h a t  t h e  f i rm misunderstood t h e  
requirements  of t h e  SOW. The Navy a l s o  p o i n t s  ou t  t h a t  
SSAI's i n c l u s i o n  i n  t h e  compet i t ive  range f o r  purposes o f  
t h e  submission of BAFOs does not per se show t h a t  t h e  
f i r m ' s  p roposa l  w a s  t e c h n i c a l l y  acceptab le .  Add i t iona l ly ,  
t h e  Navy n o t e s  t h a t  t h e  OASN correspondence which S S A I  
re l ies  upon is i r r e l e v a n t  since proposa ls  were comple te ly  
r eeva lua ted  a f t e r  t h e  submission of BAFOs. F i n a l l y ,  t h e  
Navy s ta tes  t h a t  t h e  d rop  i n  SSAI ' s  t e c h n i c a l  r a t i n g  i n  t h e  
1 1 s p e c i f i c  c a t e g o r i e s  from marginal t o  "unacceptable" is 
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e x p l a i n e d  by t h e  fact  t h a t  "marginal '  r a t i n g s  were n o t  used 
i n  t h e  e v a l u a t i o n  of BAFOs since o f f e r o r s  would n o t  
t h e r e a f t e r  have an  o p p o r t u n i t y  t o  f u r t h e r  r e v i s e  t h e i r  
p r o p o s a l s ;  t h e  o f f e r o r s  were r a t e d  e i t h e r  " a c c e p t a b l e "  o r  
"unaccep tab le"  i n  t h e  e v a l u a t i o n  of BAFOs. 

W e  t h i n k  t h a t  SSAI has f a i l e d  t o  show t h a t  t h e  Navy's  
e v a l u a t i o n  of its p r o p o s a l  was unreasonab le .  As t o  t h e  
a p p l i c a b i l i t y  of t h e  i l l u s t r a t i v e  work samples  t o  t h e  S O W  
t a s k s ,  S S A I  h a s  done l i t t l e  more t h a n  g e n e r a l l y  ave r  t h a t  
t h e  samples  i n  fact  d e m o n s t r a t e  t h e  f i r m ' s  a b i l i t y  t o  
per form t h e  o u t l i n e d  tasks .  W e  view t h i s  as showing no th ing  
more t h a n  SSAI ' s  d i s a g r e e m e n t  wi th  t h e  Navy's e v a l u a t i o n .  
For  example, under i l l u s t r a t i o n s  and p r e s e n t a t i o n s ,  t he  
e v a l u a t o r s  found t h a t  S S A I ' s  i l l u s t r a t i o n s  showed p o o r l y  
p r i n t e d  a r t w o r k  w i t h  uneven l i n e  t h i c k n e s s  and fuzzy  edges .  
The e v a l u a t o r s  concluded  t h a t  SSAI had n o t  shown t h e  
c a p a b i l i t y  t o  produce a r t  work t h a t  t h e  Navy would f i n d  
a c c e p t a b l e .  The e v a l u a t o r s  a l s o  found SSAI's e x p e r i e n c e  
p r i m a r i l y  w a s  i n  d r a f t i n g ,  n o t  i l l u s t r a t i o n ,  which r e q u i r e s  
d i f f e r e n t  e x p e r i e n c e  and r e s o u r c e s .  W e  do no t  f i n d  t h e  
e v a l u a t i o n  i n  t h i s  r e g a r d  un reasonab le .  

Regarding the  statements i n  t h e  OASN co r re spondence ,  w e  
a g r e e  w i t h  t h e  Navy t h a t  these s t a t e m e n t s  are i r r e l e v a n t  t o  
a c o n s i d e r a t i o n  of whether  SSAI's BAFO was p r o p e r l y  
e v a l u a t e d .  The OASN s t a t e m e n t s  r e f e r  t o  t h e  e v a l u a t i o n  of 
i n i t i a l  o f f e r s ,  n o t  BAFOs,  and i n  fact BAFOs were r e q u e s t e d  
t o  c o r r e c t  any e v a l u a t i o n  problems.  A s  t h e  Navy c o r r e c t l y  
p o i n t s  o u t ,  t h e  OASN c o n c u r r e d  i n  t h e  NWC's e v a l u a t i o n  of 
BAFOs by approving  t h e  p o s t - n e g o t i a t i o n  b u s i n e s s  c l e a r a n c e  
memorandum. W e  a l s o  have  no r eason  t o  q u e s t i o n  t h e  Navy's  
e x p l a n a t i o n  of t h e  change i n  SSAI ' s  BAFO r a n k i n g  f o r  t h e  1 1  
i d e n t i f i e d  SOW areas. A careful  examina t ion  of t h e  
e v a l u a t i o n  shows t h a t ,  i n  f a c t ,  'marg ina l "  r a t i n g s  were n o t  
used i n  t h e  e v a l u a t i o n  of BAFOs and ,  f u r t h e r ,  t h a t  SSAI's 
o v e r a l l  r a t i n g  went up between i n i t i a l  o f f e r s  and BAFOs.  

F i n a l l y ,  we n o t e  t h a t  SSAI has  appended a long  list of 
alleged e r r o r s  committed by t h e  NWC i n  i ts  e v a l u a t i o n  of 
SSAI 's  proposal. Aside from t h e  q u e s t i o n a b l e  t i m e l i n e s s  o f  
t h e  submiss ion  of t h i s  l i s t  i n  SSAI ' s  comments f i l e d  a f t e r  
w e  h e l d  a b id  p r o t e s t  c o n f e r e n c e ,  we are i n c l i n e d  t o  a g r e e  
wi th  t h e  agency t h a t  t h e  l ist  is comprised of  e r r o r s  t h a t  
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are  a t  b e s t  t r i v i a l  i n  n a t u r e  o r  i n d i c a t e  disagreement with 
t h e  agency e v a l u a t i o n ,  and do not  s e rve  t o  show t h a t  t h e  
agency 's  e v a l u a t i o n  was c l e a r l y  unreasonable.lJ W e  
t h e r e f o r e  deny t h i s  basis  of SSAI's p r o t e s t .  

SSAI n e x t  a rgues  t h a t  t h e  Navy f a i l e d  t o  perform a proper  
c o s t  realism a n a l y s i s  of  Comarco's proposal .  S S A I  
s p e c i f i c a l l y  a r g u e s  t h a t  t h e  Navy improperly u t i l i z e d  
Comarco's uncapped proposed rates f o r  d i r e c t  l abo r  overhead 
( D L O )  and g e n e r a l  and a d m i n i s t r a t i v e  overhead ( G & A )  f o r  
e v a l u a t i o n  purposes ,  even though those  rates were found by 
t h e  Navy t o  be u n r e a l i s t i c a l l y  low. SSAI a l s o  argues t h a t  
t h e  Navy improperly added $15 m i l l i o n  t o  t h e  Comarco 
c o n t r a c t  f o r  phase-in-phase-out (P IP01  s e r v i c e s  a f t e r  making 
its source  s e l e c t i o n .  According t o  S S A I ,  t h e  $15 m i l l i o n  i s  
a n  unreasonably high amount f o r  PIPO s e r v i c e s ,  r e p r e s e n t s  an  
improper p o s t - s e l e c t i o n  mod i f i ca t ion  t o  t h e  c o n t r a c t  and 
should have been cons idered  w i t h i n  t h e  scope of t h e  Navy's 
c o s t  realism a n a l y s i s .  

The Navy responds t h a t ,  whi le  it d id  f i n d  Comarco's 
proposed DLO and G & A  ra tes  u n r e a l i s t i c a l l y  low, it made no 
upward adjustment  t h e r e t o  because t h e s e  rates would be 
capped i n  any r e s u l t i n g  c o n t r a c t .  The Navy a l s o  asser ts  
t h a t ,  as t o  t h e  PIPO c o s t s ,  t h i s  e l emen t  was i d e n t i f i e d  i n  
t h e  s o l i c i t a t i o n  as  a non-evaluated c o s t  element and was 
p rope r ly  excluded from c o n s i d e r a t i o n  dur ing  t h e  Navy's c o s t  
realism a n a l y s i s .  The Navy a l so  notes  t h a t  t h e  $15 m i l l i o n  
proposed by Comarco f o r  PIPO c o s t s  is  merely a "not  t o  
exceed" f i g u r e  which w i l l  be nego t i a t ed  pursuant  t o  t h e  
terms of t h e  R F P  when s u f f i c i e n t  in format ion  becomes 
a v a i l a b l e  t o  make such n e g o t i a t i o n s  meaningful. 

W e  f i n d  t h e  agency 's  c o s t  realism de te rmina t ion  was 
reasonable .  Where, as h e r e ,  a c o s t  reimbursement c o n t r a c t  
i s  t o  be awarded, t h e  cost  realism a n a l y s i s  is used t o  
determine what c o s t s  a c t u a l l y  would be incu r red  by 
acceptance  of a p a r t i c u l a r  proposa l ,  s ince o f f e r o r s '  
e s t ima ted  c o s t s  of c o n t r a c t  performance and t h e i r  proposed 
f e e s  may not  provide v a l i d  i n d i c a t i o n s  of f i n a l  actual c o s t s  
which t h e  government is requ i r ed ,  within c e r t a i n  l i m i t s ,  t o  
pay. D a l f i ,  Inc . ,  B-224248, J a n .  7, 1987, 87-1 CPD 11 24. 
Here, while  t h e  agency is accep t ing  Comarco' s admi t t ed ly  

- 1 /  By way of example, w e  quote  t h e  fol lowing i t e m  from 
SSAI ' s  l i s t  of e r r o r s :  "NWC Evaluat ion:  ' O f f e r o r ' s  
[voucher]  procedures  are unacceptable.  System is opera ted  
on PCs wi th  f loppy d i s k s .  . . .I Facts: The word ' f l oppy '  
never appears  i n  t h e  proposa l . "  
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u n r e a l i s t i c a l l y  low DLO a n d  G&A ra tes ,  t h e s e  rates are 
capped and t h u s  are t h e  a c t u a l  rates which t h e  government 
w i l l  pay.2/ Thus,  no upward ad jus tmen t  of t h e s e  rates was 
n e c e s s a r y .  F u r t h e r ,  w e  a g r e e  wi th  t h e  Navy t h a t  t h e  "not  
t o  exceed'' f i g u r e  f o r  PIPO s e r v i c e s  i n s e r t e d  i n t o  t h e  
Comarco c o n t r a c t  c l e a r l y  was an uneva lua ted  c o s t  item under  
t h e  RFP and w a s  p r o p e r l y  exc luded  from t h e  Navy's c o s t  
r e a l i s m  a n a l y s i s  of Comarco's p roposa l .  Moreover, w e  n o t e  
t h a t ,  as p o i n t e d  o u t  by t h e  Navy, t h i s  amount is t o  be t h e  
s u b j e c t  of  good f a i t h  n e g o t i a t i o n s  between t h e  p a r t i e s  and 
such  f u n d s  canno t  by d e f i n i t i o n  p r o p e r l y  be used f o r  o t h e r  
t h a n  PIPO s e r v i c e s .  F i n a l l y ,  r e g a r d l e s s  of t h e  p r o p r i e t y  of 
t h e  c o s t  realism a n a l y s i s ,  SSAI 's  management and t e c h n i c a l  
p r o p o s a l  was u n a c c e p t a b l e  and SSAI would n o t  be i n  l i n e  f o r  
award i n  any e v e n t e l /  T e r o  Tek I n t e r n a t i o n a l ,  I n c . ,  
B-228548, Feb. 1 0 ,  1988, 88-1 CPD l[ 134. W e  t h e r e f o r e  deny  
t h i s  ground of p r o t e s t .  

SSAI l a s t l y  a r g u e s  t h a t  m o d i f i c a t i o n  No. PO0043 t o  c o n t r a c t  
NO. N60530-83-D-0024 c o n s t i t u t e s  a n  improper s o l e  s o u r c e  
award t o  Comarco i n  v i o l a t i o n  of C I C A ' s  r equ i r emen t  f o r  f u l l  
and open c o m p e t i t i o n .  S S A I  a r g u e s  t h a t  t h e  award canno t  be 
j u s t i f i e d  on grounds of u r g e n t  and compel l ing  c i r c u m s t a n c e s  
p u r s u a n t  t o  10 U.S.C. 5 2 3 0 4 ( c ) ( 2 )  (Supp. I V  1986) .  
According t o  SSAI, t h e  NWC f a i l e d  t o  engage i n  a d e q u a t e  
p l a n n i n g  f o r  t h e  a c q u i s i t i o n ,  t h e  NWC f a i l e d  t o  s o l i c i t  SSAI 
b e f o r e  awarding m o d i f i c a t i o n  PO0043 and  t h e  s e r v i c e s  are 
n o t ,  i n  f a c t ,  u r g e n t l y  needed. 

The Navy a d m i t s  t h a t  t h e  m o d i f i c a t i o n  exceeds the scope  of 
t h e  o r i g i n a l  c o n t r a c t  b u t  a r g u e s  t h a t  it i s  j u s t i f i e d  due t o  
u r g e n t  and compel l ing  c i r c u m s t a n c e s .  I n  p a r t i c u l a r ,  t h e  
Navy s ta tes  t h a t  t h e  t e s t  s e r v i c e s  under t h e  s u b j e c t  
m o d i f i c a t i o n  are u r g e n t l y  needed i n  s u p p o r t  of a number of 
s i g n i f i c a n t  weapons s y s t e m s  and t h a t  an  i n t e r r u p t i o n  of 
t h o s e  s e r v i c e s  would be d e t r i m e n t a l  t o  t h e  i n t e r e s t s  of t h e  

2/ A compar ison  of  Comarco's proposed DLO a n d  G&A ra tes  f o r  
c h i s  c o n t r a c t  w i t h  t h e  f i rm ' s  rates under t h e  p r e d e c e s s o r  
c o n t r a c t  shows t h a t  t h e  proposed rates are s u b s t a n t i a l l y  
lower  t h a n  t h e  actual rates under t h e  p r e d e c e s s o r  c o n t r a c t .  

- 3/ W e  a l s o  n o t e  t h a t  SSAI a l l e g e s  t h a t  i ts  c o s t s  were n o t  
"normal ized"  v i s - a - v i s  a l l  o f f e r o r s  c o n s i s t e n t  w i t h  a n  
u n d e r s t a n d i n g  it a l l e g e d l y  reached  wi th  t h e  agency  d u r i n g  
d i s c u s s i o n s .  The agency d i s p u t e s  SSAI ' s  u n d e r s t a n d i n g  of 
t h e  agreement  reached  d u r i n g  d i s c u s s i o n s ,  however, s i n c e  
SSAI ' s  BAFO was u n a c c e p t a b l e  n o t w i t h s t a n d i n g  i ts  c o s t  
e v a l u a t i o n ,  we  need n o t  r e s o l v e  t h i s  issue.  
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Uni ted  S t a t e s  and c o u l d  s i g n i f i c a n t l y  impact n a t i o n a l  
s e c u r i t y .  The Navy a l s o  a r g u e s  t h a t  it d i d  no t  r e v i v e  a n  
o t h e r w i s e  expired c o n t r a c t  because, w h i l e  d e l i v e r y  o r d e r s  
c o u l d  n o t  be issued under t h e  c o n t r a c t  a f t e r  J u l y  31, t h e  
c o n t r a c t  d i d  ca l l  f o r  c o n t i n u e d  performance ( i n c l u d i n g  PIP0 
s e r v i c e s )  f o r  an  a d d i t i o n a l  6 0  days  u n t i l  September 30. 
F i n a l l y ,  t h e  Navy a r g u e s  t h a t  it w a s  j u s t i f i e d  i n  no t  
s o l i c i t i n g  a p r o p o s a l  f rom SSAI because  it knew, based upon 
i t s  e v a l u a t i o n  of t h e  f i r m ' s  p r o p o s a l  under t h e  subject RFP, 
t h a t  t h e  f i r m  was no t  c a p a b l e  of  per forming  t h e  c o n t r a c t .  

I n  l i g h t  of t h e  f a c t  t h a t  b o t h  p a r t i e s  a g r e e  t h a t  t h e  
m o d i f i c a t i o n  is beyond t h e  scope of t h e  o r i g i n a l  c o n t r a c t  w e  
t h i n k  t h a t  t h e  c e n t r a l  i s s u e  t o  be r e s o l v e d  is whether t h e  
so l e - source  award was p r o p e r l y  j u s t i f i e d .  

A s  a g e n e r a l  r u l e ,  a procurement  must be conducted us ing  
c o m p e t i t i v e  p rocedures .  1 0  U.S.C. § 2 3 0 4 ( a )  ( 1 ) .  However, 
a n  agency may u s e  o t h e r  t h a n  c o m p e t i t i v e  p rocedures  where 
t h e  a g e n c y ' s  needs  are of  such  a n  unusual  and compe l l ing  
urgency  t h a t  t h e  government would be s e r i o u s l y  i n j u r e d  i f  
t h e  agency d i d  n o t  l i m i t  t h e  number of s o u r c e s  from which 
b i d s  o r  p r o p o s a l s  are s o l i c i t e d .  10 U.S.C. S 2 3 0 4 ( c ) ( 2 ) ;  
F e d e r a l  A c q u i s i t i o n  R e g u l a t i o n  S 6.302-2(a)  ( 2 )  (FAC 84-38) . 
When us ing  o t h e r  t h a n  c o m p e t i t i v e  p r o c e d u r e s  based on 
urgency,  t h e  agency is r e q u i r e d  t o  request o f f e r s  from as  
many p o t e n t i a l  s o u r c e s  as is p r a c t i c a b l e  under t h e  
c i r c u m s t a n c e s .  10 U.S.C. S 2 3 0 4 ( e ) ;  FAR s 6.302-2(c)  ( 2 )  . 
An agency,  however, has  t h e  a u t h o r i t y  under 10  U.S.C. 
S 2 3 0 4 ( c ) ( 2 )  t o  l i m i t  t h e  procurement  t o  t h e  o n l y  f i r m  i t  
r e a s o n a b l y  b e l i e v e s  can  p r o p e r l y  perform t h e  work i n  t h e  
a v a i l a b l e  t h e .  Honeycomb Company of America, 8-227070, 
Aug. 31,  1987, 87-2 CPD 11 209 . W e  w i l l  o b j e c t  t o  t h e  
a g e n c y ' s  d e t e r m i n a t i o n  t o  l i m i t  c o m p e t i t i o n  based on unusual  
and c o m p e l l i n g  urgency o n l y  where w e  f i n d  t h a t  t h e  a g e n c y ' s  
d e c i s i o n  l a c k s  a r e a s o n a b l e  basis. D y  namic  I n s t r u m e n t s ,  
I n c . ,  B-220092, e t  a l . ,  Nov. 25, 1985, 85-2 CPD 11 596. 

Here we are s a t i s f i e d  t h a t  t h e  agency has  a d e q u a t e l y  
j u s t i f i e d  t h e  award t o  Comarco. A s  no ted  above,  a number of  
s i g n i f i c a n t  weapons sys t ems  tes t s  were schedu led  t o  be 
conducted  d u r i n g  t h e  p e r i o d  of performance con templa t ed  by 
t h e  m o d i f i c a t i o n ,  and w e  have no basis on t h i s  r eco rd  f o r  
c o n c l u d i n g  t h a t  t h e s e  t e s t s  are n o t  c r i t i c a l  t o  t h e  
i n t e r e s t s  of t h e  Un i t ed  S t a t e s .  I n  a d d i t i o n ,  w e  a g r e e  t h a t  
t h e  Navy w a s  e n t i t l e d  t o  r e l y  upon t h e  f a c t  t h a t  SSAI's 
p r o p o s a l  under  t h e  fol low-on R F T  was u n a c c e p t a b l e  i n  
c o n c l u d i n g  t h a t  Comarco was its o n l y  a v a i l a b l e  s o u r c e .  W e  
a l s o  do n o t  t h i n k  t h a t  t h e  Navy f a i l e d  t o  engage i n  a d e q u a t e  
p l a n n i n g  f o r  t h i s  a c q u i s i t i o n .  The Navy's e f f o r t s  i n  terms 
of p l a n n i n g  t h i s  a c q u i s i t i o n  began a lmos t  two y e a r s  ago and 
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provided f o r  a certain margin of e r r o r .  The f a c t  t h a t  
unexpected d e l a y s  were encountered dur ing  t h e  procurement 
p rocess  is  not ,  i n  our opinion,  s u f f i c i e n t  evidence t o  show 
t h a t  t h e  Navy inadequate ly  planned t h e  a c q u i s i t i o n .  

The p r -o t e s t s  are den ied .  &e’” G e  era1 Counsel 
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